
Form
Employer’s Annual Federal 

Unemployment (FUTA) Tax Return



Form 940 - Introduction
The Federal Unemployment Tax Act (FUTA)

• Fed/state cooperation to establish and 
administer the unemployment tax program

• Pays unemployment compensation to workers 
who have lost their jobs  

• Report federal FUTA tax annually on Form 940, 
Employer’s Annual Federal Unemployment 
(FUTA) Tax Return



Form 940 – FUTA Employers
• Pay wages of $1,500 or more in any calendar 

quarter to employees or

• Have one or more employees at any time in 
each of  20 or more calendar weeks  --
consecutive or not 

• Pay the tax and file Form 940

Note:  It is possible not to be an employer for FUTA tax 
s and still be an employer for Social Security and 
Medicare tax or for withholding income tax



Form 940 – FUTA Employees

• The rules used for the Social Security 
and Medicare tax to determine who is an 
employee also apply to FUTA

• Pub. 15 has charts of special classes of 
employment to show which employees are 
covered by or exempt from FUTA tax



Form 940 – FUTA Wages

FUTA tax wages include 
• money 
• other forms of payment to employees



Form 940 – FUTA Tax Rate
FUTA tax rate 

• Use current year rate

• On the wage limit for the year

• Paid to each employee during the year



Form 940 – FUTA Tax Credit
FUTA tax credit

• Generally, you can take a credit against 
your FUTA tax for amounts you paid into 
state unemployment funds

• Maximum credit is 5.4%  of taxable FUTA 
wages





Form 940 – FUTA Deposits

When
• Last day of first month after the quarter ends if 

$100 or more has accumulated
• By January 31 with your return if less than $100

How
• Electronic funds transfer (EFTPS) or
• In authorized financial institution using Form 

8109, Federal Tax Deposit Coupon



Need More Information?

• Publication 15 - Employers’ Tax Guide
• Publication 15-A - Employers’ Supplemental Tax 

Guide
• Form 941 Instructions
• Form 940 Instructions
• 1-800-829-4933 Business and Specialty Tax Line
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